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Dear 3p;ticant 

Wz hzsi. conrcidsrzd your agt; l j .cat iol :  for recognition of esazption from 
fexleral i ncose  t a x  u o 3 f r  sec t ion  501!cj ( 7 )  cf t h z  Internal Rsranua  C z d s  of 
.13 8 65 . 
~112 infor3la t ion  j u b p ~ i t r , e d  i f i d i c a t c d  that ~ ~ 7 4 :  wiri? i n ~ ~ r p o r n t c d  CID ***** *   
***** ander the l,j;rs of  the S t a t e  of ****** . 

' four  s t a t e d  pltxposes a re  t h e  prP.serv.%tirin 2nd r e 3 t o r z t i a n  of a n t i q u ; .  
-:chi" 1 .- . "*CS.  

T h e  ac t iy - r i t i cs  o i  y c u r  orgar: izarion inzluds 2ar S!LGV~'S a t  m n . L l s ,  s a i r s  ;$rt,: 

parades for  a d o l l a t l ~ ~ i  £1-ow 1oca.l :juoinesce;, atictioas a!~d ~ d r i o 1 ~ 5  s z t z a l  
a f f a i r s .  Yau s t a t a d  :hat  : k c  g e r ~ e r a i  p u b l i c  is not charged a n  adinis;ior: 

f o r  t.hi: c l u b  a r t i s ; i t i e s  o r  sho~;s. [ismberg nee: a t  1 ~ z s t  cne t i i s6  
~:!:!c;nthiy. T!J? lceukinqs  a rc  held a t  : n ~ i f i b s i ' s  honi:c, i.c;cal restaurant and 
t h e  ::.zi,ii9::~ l ~ c a t i c n s  wherz o l ~ t i l l g s  3 . 1 ~  h e l d .  
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******************* ****** **** 

Section 1.501 (c1 (7)--1 ! a )  of t h e  Inccme Tax Reyulati.ons s t a t z s  t h a t  tiit. 
ssemption providad by s r c t i o n  501 ia !  f o r  o rgan iza t la2s  described i n  
sec t ion  50i(c! ( 7 )  applies only t o  clubs vhich a re  .?:,!.~anized and operated 
sxclusively f o r  pleasure, r e c r e a t i o n  and other nof ip ro f i t ab ie  purposes, but 
dogs not  apply t 2  any  club if a n y  p a r t  of i t s  net sarnings i nu res  tc the  
b e n z f i t  of any p r i v a t e  s h a r ~ h o l d s r .  I n  general ,  r h l a  axex,ptic.,n qzLasds t o  
s o c i a l  and rWrf a t ion  clubs $;hick a r e  c u g p u r t i : d  solely bp m,::nbi;rrjh j; f c ~ ~ ,  
dues ,  and assessments. 

Pcblic La7,+ 94-563, as cxpbaincd i n  Senate Kajport Bo.  94-1318, p ~ b l i ~ : , - ; i  i n  
Cumulative B ! l l l e t i f i  1976--2, Faae 597, proirides t h a t  a  c lub e x s n p t  :r.:,c; 
t s x a t i o n  and  described in s e c t i o n  501icl  ( 7 1  i s  t o  be ptrmit~sd t o  recci-;e 
u p  t o  35 p e r c e n t  af i t s  grcss r e c c i p ~ s  f r o ?  a cosbination of in~estns~ts 
i n c o w  and r ece ip t s  from nonmenb~rs iironi t h e  use of i t s  f a c i l i t i e s  sr 
s e r ~ i c ~ s ! ,  so Icrig a s  t h e  i a t t e r  do not r s p r e s e n t  more than  15 perczzt  of  
t h i  r z s i p t s .  I t  is f u r t h e r  s t a t e d  that i f  any organization excezds r h e s e  
r ~ n i t s ,  all .  of t h e  f a c t 5  and circl:~!!st,nr~run must be rot;r.i.i:ered i n  
d e t e r m i n i n g  7rhethc.r t i l t ;  organ iza t io f i  q X i l i f i ~ s  f o r  exempt s t a t u s .  

Kc~re7er t h e  Sznatf Report s p ~ c i f i c a l l y  s t a t e s  t h a t  t h e  amendmsnt was c c t  
i n t e n d ~ d  t o  permit social clubs t o  raceive, even within the sllovable 
g i l ideS in r s ,  incone from t h e  a c t i v e  conduct of bus infs ses  n o t  t r nd ic i cna l iy  
cz r r i cd  on by social clubs. 

Rr,?:fr-.ue Ruling 68-11.4, puhl i s l i sd  i n  Cusi~lative a u l l e t  i n  1968-1, page 2 6 3  
h o 3 . Z ~  t h a t  a c l u b  w i l l  n c t  n e c e s s a r i l y  l o s e  i t s  exempt s r a t u s  i f  i t  
deri-:zs incorns fror;.. o t h e r  than bcna f i d e  ~ e i n h e r s  a s d  t.he1.r gl.tests, :rr i f  
t h e  - j r : = r a l  pu ' r l i c  cn o c c a s i o n  6s psrni i t tc-d t o  p a r t i c i p a t e  in i t s  a f f a i r s  
prsvidiid such  pa r t i c ipa t ion  i s  i n c i d e n t a l  t o  an? i n  fur2hsrance of i t s  
g . s n ~ r a l  c l u b  purposzs a n d  the incorne thaxafrc?ir, dijer; not inure t o  rnlmbers. 
The s p u e s t r i a n  c l u b  cons ide red  i n  t h i s  r u l i n g  h e l d  an annua l  s t e a p l ?  chase  
whizh i12s opcn t o  t h e  general p u b l i c .  P r i z e  money w a s  p a i d  from er l r ry  
fees pajId by participants and general expuises ;sf t h a  meet vere p a i d  filar,< 

adffiissic:ns and s a l e  of programs and rzfre:hments. The c l u b  dis t r ib t . t l .~ :c i  
ar,y n e t  proceerls froin t h e  fieet t o  c h a r i t y .  There fo re  i t  Yras h e l d  that: t h e  
sec t  was not  opara ted  t o  make a p r o f i t ,  and ths inccne  from non~embers d i d  
no t  inurs t o  t h z  b a n a f i t  of mciubers. The cll i i j 's  aseirtption vas nct 
j~opar6izzd by n o n ~ e m b e r  p a r t i c i p a t i o n  in  i t s  annual mest. 

Revenue Ruling 65-63, publishsd in ~umuia t ive  B u l l e t i n  1965-1, page 240, 
h c l d s  t h a t  a nori-prof i t  o rgan iza t ion  which, i n  conC!$~cting s p o r t s  car 
arsnts for t h e  pieasure and r e c r e a t i o n  of its members, permits %ha q e n a r a i  
p ~ b l i c  r o  a t t snd  such e ~ e n t s  f o r  a f e e  on a recurrincj basis  and s o , , i c i t s  
pa t ronaya  by advertising does n o t  q ~ . ~ a l i L q '  for exempticn as a c l u b  
o rgan ized  and opera ted  exc lu s ive ly  f o r  p leasure ,  recrea t ion  and 
exclusiuely fo r  pleasure, recreztion and other non-profitable purposc8J 
under section 501!c) ( 7 )  o f  t h e  Internal  Revenue Code of 1954. 



*****  ******  * * * * * * * * * *  ***  

You expect t o  r e g u l a r l y  c a r r y  or1 a c t i v i t i e s  wi th  the  general  p u b l i c  f o r  
which you s o l i c i t  publ ic  patronage i n  t h e  f ~ r m  of donations from 
businesses  a t  t h e  v a r i o u s  car show.  The car shows are one of t h e  primary 
acti~ities of t h e  club and are needed to provide funds for t h e  a c t i v i t i e s  
which are of d i r e c t  benafit to members. Yobr budgets i n d i c a t e  t h z t  you 
have received **% of your g ross  i n c m e  i n  each of t h e  yea r s  ending 
******** *******  *** *******  frcm non-inembers. 

Af te r  the  expenses of the a c t i v i t i e s  a r e  p a i d ,  the f i n a n c i a l  d a t a  
submitted i n d i c a t e s  t h a t  approx i~ca t s i*  **  % of t h z  net receipts have heen 
donated t o  an e s t a b l i s h e d  c h a r i t y .  The  balhnce,  or **% of t h e  net iricoze 
n i l 1  be used t o  b e n e f i t  t h e  members of t h e  c lub.  

The amounts of non-member income you havs received exceed t h e  p e r m i s s i b l e  
amounts under section 501(c)  (7)  of the  Code. The f a c t s  a n d  c i r c u a s t a n c e s  
sh0r.i tha t  t h e  net i acone  of the  c l u b  has b e n e f i t t e d  the  members. 

Accordingly, you do not  q u a l i f y  for r e c o g ~ l i t i o n  of exenpticn from Federal  
income t a x  under s z c t i o n  5 U l ( c )  ( 7 1  of t h e  Code. 

U n t i l  you have sstablished an exempt s t a t u s ,  you are not r e l i e v s d  of t h e  
r ~ q u i r e m e n t s  for  f i l i n g  Federal  incozs  t a x  r e t u r n s .  

If you do not  accep t  our f i n d i n g s ,  we rzcoarneni t h a t  you toquest a 
conference wi th  a aember of os1r Regional O f f i c e  of  Appeals. Your rcquo!!t: 
f o r  a conference should inc lude  a written appec?l g i v i n g  the f a c t s ,  law and 
a n y  other informat ion t o  suppozt your p o s i t i o n  as explained in t h e  

anclcsed P u b l i c a t i c n  8 9 2 .  Y o t ~  will thcn bs ren tac ted  t o  arrange a d a t c  
f o r  a conference. The ccnference m y  be h e l d  z t  t he  R s g i u n a l  Offick? o r ,  
i f  you request ,  a t  any mutually c o n v e n i s n t  D i s t r i c t  o f f i c e .  I f  v s  do not 
hear from you wi th in  30 days  of the  d a t e  of t h i s  i e t t o r ,  t h i s  
d s t ~ r s i n a t i o n  w i l l  become f i n a l .  

S i n c e r e l y  yours, 

* *  * * * *   
D i s t r i c t  Di rec to r  

Enclosed: Publ ica t ion  831 


